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FINANCIAL HIGHLIGHTS 


Years ended Eight months 


__December 31 ended Dec. 31 Yearsended April 30 
1970 1969 1968 1968 1967 1966 
(000 omitted) 
Gross Revenue $27,810 $25,427 $12,738 $16,461 $15,468 $14,884 
Profit before Income Taxes 1,462 1,484 704 730 , 893 775 
Provision for Income Taxes 693 791 345 o11 428 174 
Net Profit 769 693 360 419 465 601 
Total Assets 17,311 15,779 16,450 12,991 11,851 10,613 
Working Capital 6,424 6,235 5,821 4,551 4,798 3,954 
Shareholders’ Equity 6,481 5,935 5,392 4,050 3,652 S28 
Shares Outstanding 555,634 555,634 551,310 440,100 422,400 422,400 
Profit per share: 
Before Income Taxes $2.63 $2.67 $1.49 $1.66 $2.11 $1.83 
After Income Taxes 1.38 25 76 .95 1.10 1.42 
Dividends per share .40 .34 MS .30 .30 (25 
Shareholders’ Equity per share 11.66 10.68 9.78 9.20 8.64 7.87 


Note: The figures in this table have been adjusted to reflect the two-for-one stock split in 1968. 


GROSS REVENUE PROFIT BEFORE & AFTER INCOME TAXES 
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REPORT TO THE SHAREHOLDERS 


For the year ended December 31, 1970 net profit is 
$768,737, or $1.38 per share, compared with 
$693,178 or $1.25 per share. Net profit for the 
year 1970 includes a tax credit resulting from the 
carry-forward of prior years’ losses of a subsidiary. 
Excluding these extraordinary items amounting to 
14¢ per share, the 1970 net operating profit is 
$691,587, or $1.24 per share, fractionally below 
the profit of $1.25 per share for the record year 
1969. 


In the conditions of fiscal and financial policies of 
restraint in effect during the year, the maintenance 
of operating profit is, in your Directors’ opinion, a 
significant achievement. 


OPERATIONS 


Diesel Engines. Shareholders will recall that our 
subsidiary Waterous GM Diesel Limited distributes 
Detroit Diesel engines throughout Alberta, the 
Yukon and Northwest Territories. The profit 
contribution from this Division was substantially 
lower than the previous year, largely as a result of 
the sharp reduction in the pace of oil exploration 
in Western Canada. Much time and effort was spent 
during the year broadening the base of activity by 
building up a strong dealer network and by 
developing new markets in the expanding Alberta 
coal fields. As a result of this work, we anticipate 
improved results from this Division. 


H. GREVILLE SMITH 
Chairman 


R.W. CHORLTON 
President 


Forestry. While 1970 was not a spectacular year in 
Forestry Division’s markets, a satisfactory level of 
sales activity was maintained, and market pene- 
tration was intensified in respect of the Company’s 
new lightweight all-synthetic fire hose and new 

Mk. 26 lightweight pump. Research and develop- 
ment of new products with attractive profit potential 
continued, and the related costs were absorbed 
during the year. 


Also absorbed in 1970 were sales expenses related 
to the Company’s contract with Chile. As has been 
announced, a contract was signed in Chile on March 
15, 1971 for the supply of forest fire fighting equip- 
ment to a total value of $1,500,000. The contract, 
which provides for the delivery over a fourteen 
month period of a complete ‘‘package’’ to equip the 
efficient new Chilean National Forest Fire Fighting 
Service, is expected to be finally ratified by the 
Chilean authorities shortly after mailing of this 
report. 


It is expected that deliveries under this Chilean 
contract will constitute a breakthrough into a rela- 
tively untapped South American market which 

has a very great potential, particularly in Argentina. 


In the United States, our Pacific Pumpers subsidiary 
had a good year both in domestic and export sales, 
and satisfactory progress was made at Wilco Fire 
Equipment Co. 


Materials Handling. This Division maintained a 
satisfactory increase in gross sales, although profit 
margins were under pressure in some areas. Increasing 
truck populations are contributing to a satisfactory 
trend in parts sales. It is noticeable that demand for 
this type of equipment holds up well even under 
adverse economic conditions, very largely because 

of the cost saving aspects of its use. 


Construction Equipment. Almost without exception 
in Canada, the year 1970 was a difficult one for the 
construction industry and its related equipment 
suppliers. Industrial disputes remained a factor, nota- 
bly in British Columbia, but the main problem was 
the high rates of interest commanded by venture 
capital. Nevertheless, the Division’s operations were 
profitable and some new products were successfully 
introduced. Accordingly, we feel that we are well 
structured to take advantage of any market upswing 
in this area. 


Utility Equipment. Last year’s report touched 

upon the acquisition in January, 1970 of Smith Bros. 
Motor Bodies Limited, whose comprehensively 
equipped Toronto plant produces hydraulic aerial 
devices (articulated hydraulic booms for the 
maintenance of overhead lighting, telephone and 
power lines, tree-pruning, etc.), cranes and specialized 
automotive bodies. This operation had sustained 
losses in the two previous years, but it has proved 
possible to reverse this situation to show a modest 
profit in 1970, while at the same time the carry- 
forward of earlier losses has resulted in a tax credit 
as noted in the financial statements. 


Substantially all of the marketing function for the 
Smith product, together with that affecting the very 
promising Danish SKB line of auxiliary truck and 
logging cranes, has been assumed by Wajax 
Equipment Limited, effecting certain economies 
while at the same time broadening sales coverage. 


The Division enjoys manufacturing rights for hydraulic 
aerial devices and cranes under licence from the 
Pitman Company of the United States. The Pitman 
products have acquired an exceedingly high repu- 
tation, and the comprehensive research and 
engineering facilities of the U.S. firm give every 
indication of maintaining this technical superiority 

in the future. 


Air Cooled Engines. As mentioned in last year’s report, entitlement to commissions 
in respect of the sale of Rotax engines in North America ceased at the end of 1970, 
and a profitable element of your Company’s business has thus terminated. It is re- 
emphasized, however, that the Rotax commissions, like any other part of the 
business, accrued only from the expenditure of executive time and effort, which in 
this instance were very substantial. Accordingly, it remains our belief that the 
re-direction of this time and energy will produce further profitable corporate 
growth. 


FINANCIAL 


Comparing the Balance Sheet with that of the previous year, substantially increased 
inventories and bank loans will be noted, resulting chiefly from the consolidation of 
the accounts of Smith Bros. Motor Bodies Limited. 


Working capital increased by $189,183 to $6,424,370, while shareholders’ equity 
also increased by $546,483 to $6,481,109. 


Regular quarterly dividends at a rate of 40¢ annually were paid in respect of the 
period under review, and a further dividend at the same rate has been declared 
payable April 30, 1971. 


CORPORATE 


Attendance at last year’s Annual General Meeting was most encouraging, and your 
Directors have accordingly decided to retain the same venue for 1971. The Meeting 
will take place in Toronto on Thursday, May 6, 1971 at 11:00 a.m., in accordance 
with the formal notice enclosed. 


PERSONNEL 


Printing deadlines prevented any mention in last year’s report of the nomination of 
Thomas Lohner, Dipl. Ing., to the Board of Directors. Mr. Lohner, who was 
President of Rotax-Werk AG during the period of remarkable growth preceding 
the acquisition of that company by Bombardier Ltd. in 1970, brings to the Board a 
wealth of business experience in European markets vitally interesting to your 
Company. 


The Board has accepted with regret the resignation of Mr. D.M. Lyons, and Mr. David 
C.H. Stanley, Vice-President and Director of Wood Gundy Securities Limited, is 
nominated for election in his place. Mr. Stanley is a well-known member of the 
Toronto financial community. 


Other significant Company appointments include — 


Wajax Limited: 
R.G. Willox — Vice President 
P.G. Sims — Treasurer 
Wajax Equipment Limited: 
J.A. Crawford — General Manager for Ontario 
K.F. Peters © — General Manager for Alberta 
Smith Bros. Motor Bodies Limited: 


G.H. Good — Vice President and General Manager 


Waterous GM Diesel Limited: 


A. Zygun — Vice President 
S.T. Kendrick — Vice President 


OUTLOOK 

Your Company has demonstrated an ability to ride out a period of economic slowdown. 
As business reacts favourably to the current economic stimuli we are confident that all 
our divisions are well poised to take advantage of the opportunities that may develop. 
Your Directors recognize that the gratifying results achieved under difficult conditions 


this year have entailed zealous participation by employees at all levels, and therefore 
record their sincere appreciation on behalf of the shareholders. 


On behalf of the Board, 


H. GREVILLE SMITH R.W. CHORLTON 


March 29, 1971 


CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED DECEMBER 31: 


Gross revenue 


Profit before the undernoted items — Note 7 
Interest on long term debt 
Profit before income taxes and extraordinary items 
Income taxes 
Profit before extraordinary items 
Extraordinary items — Note 8 
Net profit for the year 
Earnings per share based on the average number 
of shares outstanding: 
Profit before extraordinary items 


Net profit for the year 


CONSOLIDATED STATEMENT 
OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31: 


Retained earnings at beginning of year 


Net profit for the year 


Dividends of $0.40 per share ($0.355 in 1969) 


Retained earnings at end of year 


1970 


$27,810,183 


$ 1,612,435 


142,045 


1,470,390 


778,803 


691,587 
77,150 


$ 768,737 


$1.24 
$1.38 


1970 
$ 2,686,316 
768,737 
3,455,053 
222,254 
$ 3,232,799 


1969 
$25,426,977 


$ 1,635,481 
151,325 
1,484,156 
790,978 
693,178 


$ 693,178 


$1.25 
$1.25 


1969 
$ 2,190,218 
693,178 
2,883,396 
197,080 
$ 2,686,316 


ASSETS 


CURRENT 
Cash 


Accounts and notes receivable, less allowance for doubtful accounts 
Inventories — at the lower of cost or net realizable value 


Prepaid expenses — Note 3. 
PORTION OF INSTALMENT RECEIVABLES NOT DUE WITHIN ONE YEAR 
FIXED — Note 3 

Land, buildings and equipment 

Less accumulated depreciation 
GOODWILL — at cost — Note 3 


On behalf of the Board: 
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The Shareholders 
WAJAX LIMITED 


1970 


$ 78,018 
4,922,995 
10,169,208 
123,877 
15,294,098 


341,722 
2,458,663 
| 1,456,176 


1,002,487 


673,023 
$17,311,330 
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1969 


$ 179,826 
4,777,943 
8,804,212 

50,304 


13,812,285 


662,509 


1,996,228 


1,115,373 


880,855 


423,822 


$15,779,471 
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CONSOLIDATED BALANCE $ 


AUDITO 


We have examined the consolidated balance sheet of Wajax Limited and subsidiary 
companies as at December 31, 1970 and the consolidated statements of income, 
retained earnings and source and application of funds for the year then ended. For 
Wajax Limited and those subsidiaries of which we are the auditors, our examination 
included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstan- 
ces. With respect to Waterous GM Diesel Limited, of which we are not the auditors, we 
have carried out such enquiries and examinations as we considered necessary in 
order to accept for purposes of consolidation the report of the other auditors. 
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ada Corporations Act) 


-T AS AT DECEMBER 31, 1970 


LIABILITIES 


CURRENT 


Bank loans — secured 

i Accounts payable and accrued liabilities 
Notes payable within one year — Note 5 
Income and other taxes payable 
Dividend payable January 29, 1971 
Current portion of long term debt — Note 6 


DEFERRED INCOME 
NOTES PAYABLE NOT DUE WITHIN ONE YEAR — Note 5 
LONG TERM DEBT — Note 6 . 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK — Note 4 
Common shares of no par value 
Authorized — 1,000,000 shares 
Issued — 555,634 shares 


RETAINED EARNINGS’ 


,EPORT 


In our opinion these consolidated financial statements present fairly the financial 
position of the company and its subsidiaries as at December 31, 1970 and the results of 
their operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Touche Ross & Co. 
Chartered Accountants 


Ottawa, Ontario 
February 26, 1971 


1970 


$ 3,975,809 


2,907,645 
1,291,558 
463,153 
55,563 


176,000 
8,869,728 


36, 156 
98,337 
1,826,000 


3,248,310 
3,232,799 


6,481,109 


$17,311,330 


1969 


$ 2,050,811 


2,571,873 
2,166,707 
602,744 
55,563 


129,400 
7,577,098 


60,887 
165,630 
2,041,230 


3,248,310 
2,686,316 
5,934,626 


$15,779,471 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31: 


1970 1969 


Source of funds 
From operations oe 
Net profit for the year S168 757T- 


$ 693,178 
Depreciation 163,998 117,140 
932,135 810,318 
Working capital of Smith Bros. Motor Bodies Limited 
at date of acquisition 62,121 _ 
Decrease in portion of instalment receivables not due ce 
within one year 320,787 273,332 
1,315,643 1,083,650 
Application of funds . 
Purchase of shares of Smith Bros. Motor Bodies 
Limited for cash 473,130 _ 
Reduction of notes payable not due within one year 67,293 169,539 
Reduction of long term debt 215,230 129,400 
Purchase of fixed assets — net 123,822 172,632 
Decrease (increase) in deferred income 24,731 (1,823) 
Net adjustment from purchase of minority interest one 2,206 
Dividends 222,254 197,080 
1,126,460 669,034 
Increase in working capital $ 189,183 $ 414,616 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1970 


1. These consolidated financial statements include the accounts of Wajax Limited and all its subsidiary compa- 
nies. The accounts of Smith Bros. Motor Bodies Limited from the date of its acquisition on January 1, 1970 have 
been included in the consolidated financial statements for the first time. 


Assets and liabilities in foreign currencies have been converted to Canadian dollars at the rates prevailing at 
December 31, 1970. 


2. During the year the company acquired a further 111 of the outstanding common shares of Waterous GM 
Diesel Limited for a cash consideration of $2,220, bringing its holdings at December 31, 1970 to 196,922 shares 
out of the 196,930 shares issued and outstanding. 


The company purchased, effective January 1, 1970, all the issued and outstanding shares of Smith Bros. Motor 
Bodies Limited for a cash consideration of $473,130. The land and buildings relating to this operation are now 
leased on a long term basis and there is no longer any option or obligation to purchase them. 


3. The excess of the purchase price of Smith Bros. Motor Bodies Limited over the net book value of assets 


acquired was $309,201. Of this excess, $23,000 has been allocated to fixed assets and $37,000 to prepaid 
expenses, and the balance of $249,201 has been recorded as goodwill. 


Fixed assets are included at cost except for an amount of $178,393 representing the portion of the excess pur- 
chase price of Waterous GM Diesel Limited shares considered to be applicable to fixed assets. Depreciation of 
$11,647 on this amount has been charged in each of the years 1969 and 1970 in the consolidated statement of 


income. 


4. Options are outstanding to purchase 18,100 of the authorized but unissued shares of the company as follows: 


To Directors To 
and Officers Employees 
Balance of options granted August 11, 1967 at $6.875 per share — fully 
exercised by February 24, 1971 _ 1,100 
Options granted March 7, 1969 at $11.70 per share 11,000 4,000 
Options granted August 14, 1970 at $7.65 per share 1,000 1,000 


Options outstanding as at December 31, 1970 


12,000 


6,100 


8,500 shares of the company are reserved, but not allocated, for options to officers and employees at a price to 
be established by the Board of Directors, which cannot be less than 90% of the fair market value at the time such 


options are granted. 


5. Notes Payable 1970 1968 
Secured notes payable to bank $ -— $ 638,940 
Notes payable to suppliers and finance companies 1971—1972 of which 
$1,197,557 ($1,386,057 in 1969) is secured by inventories 1,389,895 1,693,397 
- 1,389,895 PREEVESEY | 
Less notes payable within one year 1,291,558 2,166,707 
Notes payable not due within one year S . 98,337) $9 165;630 
6. Long Term Debt 1970 1969 
Wajax Limited 
74% Secured debentures, Series A, payable $100,000 in each of the years 
1971 to 1976 and $600,000 in 1977. $1,200,000 $1,300,000 
Waterous GM Diesel Limited 
61/2% Secured sinking fund debentures, Series A, payable $50,000 in each 
of the years 1971 to 1985 750,000 750,000 
Pacific Pumpers Inc. 
63/4 % Note payable to bank in equal instalments in 1971 and 1972 52,000 81,000 
Wajax Equipment Limited 
Mortgage payable = 39,630 
2,002,000 2,170,630 
Less amount included in current liabilities 176,000 129,400 
$1,826,000 $2,041,230 
7. The following charges have been included in determining net profit for the year: 1970 1969 
Depreciation $ 163,998 $ 117,140 
Remuneration of directors and officers: 
Fees of 11 directors (10 in 1969), paid by Wajax Limited 19,500 19,425 
Remuneration of 6 officers (5 in 1969), of which 4 are directors, paid by 
Wajax Equipment Limited 152,600 99,675 
8. Extraordinary Items 1970 1969 
Extraordinary items are composed of the following: 
Tax reduction realized on the carry forward of a portion of a subsidiary 
company’s tax loss $ 85528 $ — 
(Additional tax reductions which may be realized in future years amount 
to approximately $75,000) 
Reduction in Canadian dollar value of net assets of foreign subsidiary 
at December 31, 1969 8,378 = 
$77,150 $= 


9. At December 31, 1970 the companies were contingently liable for approximately $1,500,000 ($1,080,000 in 


1969) as guarantors of discounted notes secured by conditional sales contracts. 


10. The company and its subsidiaries have entered into long term leases of varying terms to 1996, for which the 


maximum net annual rental is $377,000 ($248,000 in 1969). 


Model 5000 SKB CRAWNE can load 
and unload up to 1320 Ibs. at a 
maximum distance of 31 feet. 


SKB CRANE mounted behind cab 
of truck folds compactly into only 
24 inches of space. 


DITCH WITCH Model R60 has a 65 horsepower heavy duty 
engine, digs to a maximum depth of 7 feet. It can be equipped 
with a variety of attachments: front-mounted backhoe, 
vibratory cable plow, Roto Witch boring unit and a new wheel 
attachment which will cut through frost, concrete, etc. 


The Ditch Witch is particularly adaptable to the pipe and 
cable-laying requirements of major utility companies. 


HYSTER 26-ton capacity lift truck 
with container-handling attachment 
speeds turn around at Montreal's 
modern container terminal. 


Rear corner mounted HOTST/IK 
provides full use of truck service body. 
It is the most recent Wajax engineered 
application of Pitman aerial equipment 
for a major utility customer. 


This SCHWING CONCRETE PUMP 
with hydraulically operated folding 
boom can pump concrete through a 


4 inch extendable pipeline to a 
height of 67 feet. 


LYVHO WHYNLONYLS ONILVYsdO 


} SEATTLE, 
~@ WASHINGTON 


SUBSIDIARIES: 


WAJAX EQUIPMENT LIMITED » WAJAX SERVICES LIMITED 


6555 Cote de Liesse, Montreal 377, Que. 
2114 Scott St., Ottawa 3, Ont. 

625 Millen Road, Hamilton, Ont. 

404 42nd Ave. S.E., Calgary, Alta. 

2082 Quinn St., Prince George, B.C. 


WAJAX MANUFACTURING LIMITED 
6517 Cote de Liesse, Montreal 377, Que. 


PACIFIC PUMPERS INC. 
1223 Western Ave., Seattle, Washington 


WILCO FIRE EQUIPMENT CO. 
1123 S.E. Market St., Portland, Oregon 


2035 Blvd. Hamel, Quebec 8, Que. 
163 Wicksteed Ave., Toronto 17, Ont. 
1068 Elisabella St., Sudbury, Ont. 
10025 51st Ave., Edmonton, Alta. . 
1441 Clark Dr., Vancouver, B.C. 


WATEROUS GM DIESEL LIMITED 
10025 51st Ave., Edmonton, Alta. 
404 42nd Ave. S.E., Calgary, Alta. 
10906 97th Ave., Grande Prairie, Alta. 


SMITH BROS. MOTOR BODIES LIMITED 
7400 Don Mills Road, Toronto, Ont. 


CORPORATE DIRECTORY 


DIRECTORS 


O. H. BARRETT, O.B.E. 

IAN B. CAMPBELL, C.A. 

R. W. CHORLTON 

DEREK A. HANSON 

F. G. HARVEY 

THOMAS LOHNER, Dipl. Ing. 


OFFICERS 


H. GREVILLE SMITH, C.B.E. 
R. W. CHORLTON, 
IAN B. CAMPBELL, C.A. 


D. M. LYONS 

PETER PAUL SAUNDERS 
H. GREVILLE SMITH, C.B.E. 
D. L. TORREY 

J. W. WALKER, O.B.E., Q.C. 


Chairman 
President 


Vice-President 


F. G. HARVEY, Vice-President and Secretary 


R. G. WILLOX, 
P. G. SIMS, C.A. 


Vice-President 


Treasurer 


BANKERS: Bank of Montreal » Toronto-Dominion Bank - Seattle-First National Bank 


REGISTRARS: National Trust Company 


TRANSFER AGENT: The Royal Trust Company 


LEGAL COUNSEL: Laing, Weldon, Courtois, Clarkson, Parsons, Gonthier and Tétrault 


AUDITORS: Touche Ross & Co. 


EXECUTIVE OFFICES: 2197 Riverside Drive, Ottawa 8, Ontario 
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